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Arizona Corporation Commission
1200 W. Washington
Phoenix, AZ 85007
Re:  SSVEC Exception to the Final Staff Report and Recommended Opinion and Order
(November 6, 2007) for Competitive Procurement Issues;
Docket No. E-00000E-05-0431
Dear Sir/Madam:

Sulphur Springs Valley Electric Cooperative, Inc. (“SSVEC”) a member-owned
cooperative, submits this Exception to the Final Commission Staff Report and Recommended
Opinion and Order (“RO0O”) for Competitive Procurement Issues, dated November 6, 2007.
SSVEC focuses its Exception on the requirement that an independent monitor should be used in
all requests for proposal (“RFP”) processes for procurement of new resources. The Commission
should modify this language so that this requirement does not apply to cooperatives.

SSVEC agrees with the Staff recommendations that: (1) a rulemaking on the resource
acquisition process should not be instituted and (2) an RFP solicitation process should be the
primary resource acquisition tool. As Staff notes, “Arizona’s electric utilities have very different

characteristics and a “one size fits all” set of procurement rules might not allow for flexibility

that each of the utilities needs to fulfill its individual growth requirements.”
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One of the things which is different about SSVEC is that, SSVEC is a member-owned
distribution cooperative. ~ SSVEC has filed an application to become a partial member of
Arizona Electric Power Cooperative, Inc. As é partial member, SSVEC will seek to
competitively procure some of its own power requirements. SSVEC is also not an Rural Utilities
Service (“RUS”) borrower.

As a cooperative, SSVEC has only one goal and that is to provide the highest quality
service to its members at the least cost. SSVEC, as a cooperative, does not have a financial or
any other motivation to self-build versus purchase power from an independent party but only
secks the most reliable, least cost alternative for its members. Because the customers of the
cooperative are also its owners and there is no profit incentive, conflict of interest concerns
associated with the Cooperatives’ competitive procurement are greatly reduced. SSVEC’s board
of directors is elected by its members and will make competitive procurement decisions that are
in the best interest of its members. SSVEC’s member-clected board of directors performs the
same functions as an independent monitor with regards to the RFP process, bid evaluation,
poWer supply budgets, etc.

SSVEC’s lender, the National Rural Utilities Cooperative Finance Corporation, Inc.,
(“CFC”) is also willing to provide the independent monitor functions on behalf of SSVEC. CFC
proposes to enter into a separate agreement with SSVEC, in addition to its existing credit
agreements, to provide the functions of the independent monitor on a non-binding basis similar
to the role of RUS for RUS borrowers. CFC would attempt to meet the ACC requirements of
the independent monitor as established by the ROO. As a borrower of CFC, CFC is vitally

interested in the financial well being of SSVEC and its members. If cooperatives
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are required to hire an independent monitor, this unnecessarily increases the costs of competitive
procurement to their members for the reasons stated above.

In the Final Staff Report, Staff states a concern that a utility is always a potential bidder
in an RFP process because it could choose to self-build rather than enter into contracts with
bidders. Given SSVEC’s current financial position, SSVEC will not likely be in a position to
self-build without a rate increase.

Concerning using an independent monitor to assure the Commission and bidders in the
wholesale market that procedures for selecting new resources are fair, transparent and result in
the most economical resource being selected, SSVEC believes there are far less expensive
methods to provide these assurances that would be as effective as using an independent monitor.
RFP process and bid requirements would provide the majority of these assurances without
incurring the cost of an independent monitor. Bids and the procurement process could be
provided to and approved by the Commission in advance of issuing a RFP, if the Commission
deemed this necessary.

Concerning using an independent monitor to decrease regulatory risk, SSVEC believes
that hiring an independent monitor does not significantly decrease the regulatory risk associated
with cdmpetitive provcurement. The ACC will continue to have the authority to deny recovery of
purchased power or assets that are competitively procured regardless of whether an independent
monitor is used in the competitive procurement process.

In conclusion, an additional monitor should not be required for cooperatives for their

procurements. An independent monitor is unnecessary, will increase the required lead-time for
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project approval and increase costs without providing additional benefit for the cooperatives,
their members or the entities likely to participate in the process.
SSVEC requests that the Commission modify the ROO such that the independent monitor
requirement does not apply to cooperatives. Suggested amendment language is attached as

Exhibit A.

Very truly yours,

GRAND CANYON STATE ELECTRIC
COOPERATIVE ASSOCIATION

';{,}ohn Wallace
/V Director, Regulatory and Strategic Services

By

Original and 13 copies filed with Docket
Control this 19" day of November, 2007, with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Copies of the foregoing delivered
this 19™ day of November, 2007, to:

Commissioner Mike Gleason, Chairman
Arizona Corporation Commission

1200 West Washington

Phoenix, Arizona 85007
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Commissioner William A. Mundell
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Commissioner Jeff Hatch-Miller
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Commissioner Kristin K. Mayes
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Commissioner Gary Pierce
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Erest G. Johnson, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Barbara Keene, Ultilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Christopher C. Kempley, Legal Division
Arizona Corporation Commission

1200 West Washington

Phoenix, Arizona 85007

Copies of the foregoing mailed
this 19" day of November, 2007, to:

Mr. Jeff Schlegel

Sweep

1167 West Samalayuca Drive
Tucson, AZ 85704



~ Docket Control
November 19, 2007
Page 6

Mr. David Berry

Western Resource Advocates
PO Box 1064

Scottsdale, AZ 85252

Mr. Michael Grant

- Gallagher & Kennedy .
2575 East Camelback Road
Phoenix, AZ 85016

Mr. Arthur N. Olson
Technology, Energy & Mrkting
Strategies

Post Office Box 21446

Mesa, AZ 85277

Mr. Stan Barnes

Copper State Consulting Group
One North Central Ave., Ste. 1120
Phoenix, AZ 85004

Mr. Dave Couture
TEP

PO Box 711
Tucson, AZ 85702

Mr. Jay Moyes

Moyes Storey

1850 N. Central Avenue, Ste. 1100
Phoenix, AZ 85004

Ms. Jana Brandt

Ms. Kelly Barr

Salt River Project

PO Box 52025, MS PAB221
Phoenix, AZ 85072

Ms. Donna M. Bronski
Scottsdale City Attorney’s Office
3939 North Drinkwater Blvd.
Scottsdale, AZ 85251
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Ms. Lyn Farmer
Chief Administrative Law Judge,
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Mr. Robert Annan
Annan Group

6605 East Evening Glow
Scottsdale, AZ 85262

Mr. Eric C. Guidry

Western Resource Advocates
2260 Baseline, Suite 200
Boulder, CO 80302

Mr. C. Webb Crockett

Mr. Patrick J. Black

Fennemore Craig

3003 N. Central Ave., Ste. 2600
Phoenix, AZ 85012

Ms. Karen Haller

Southwest Gas Corporation
5421 Spring Mountain Road
Las Vegas, NV 89102

Mr. Larry Killman
Greystone Environmental
8222 S. 48" Street, Suite 140
Phoenix, AZ 85044-5353

Mr. Jerry Payne

Cooperative International Forestry
333 Broadway SE

Albuquerque, NM 87102

Mr. Scott S. Wakefield

Mr. Stephen Ahearn

RUCO

1110 West Washington St., Ste. 220
Phoenix, AZ 85007
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Mr. Dan Austin

Comverge, Inc.

6509 West Frye Road, Suite 4
Chandler, AZ 85226

Ms. Deborah R. Scott

Pinnacle West Capital Corporation
400 North 5™ Street

PO Box 53999, MS 8695

Phoenix, AZ 85072-3999

Ms. Amanda Ormond

The Ormond Group, LLC
7650 South McClintock Drive,
Suite 103-282

Tempe, AZ 85284

Mr. Jerry Coffey

Mr. Erick Bonner

Ms. Rebecca Turner
Gila River Power, L.P.
702 N. Franklin Street
Tampa, FL 33602

Mr. Paul R. Michaud
Michaud Law Firm, P.L.C.
46 Eastham Bridge Road
East Hampton, CT 06424

Mr. Michael Patten

Ms. Laura Sixkiller

Roshka De Wulf & Patten

One Arizona Center

400 East Van Buren St, Ste. 800
Phoenix, AZ 85004

Mr. Brian Hageman

Ms. Caren Peckerman

Mr. Richard Brill

Deluge, Inc.

4116 East Superior Avenue, Ste. D3
Phoenix, AZ 85040
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Mr. Clifford A. Cathers
Sierra Southwest Cooperatives
Services, Inc.
1000 South Highway 80
Benson, AZ 85602

Mr. Troy Anatra

Comverge, Inc.

120 Eagle Rock Avenue, Ste. 190
East Hanover, NJ 07936
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EXHIBIT A

SSVEC’s Requested Amendments to Competitive Procurement
Recommended Opinion and Order

In the ROO at p. 3, line 21, after the word “all” insert the words “investor-owned utilities’”.



